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Over the past: tvo decades, direct payaeats froa the 
federal Gdveraaeat to Icc^ goTeraaeats has increased aore than 
'sixfold «as a percentage.. of /Uie revenues local goTernaents raise on 
their, qaa. Both the Ford badget and the cartet budget revisions for 
1977 and 1978^ contain policy chaages vith iaportant iaplications for' 
cities. 19 His 4ocaaea.t urban conditions, the probleas cities, 
aad> the role of the Federal governaent in relation to thea are 
exaainede The popolation shift avay^froa^ the northeast gaadr^nt to 
the Soathera and ^iester^ States is discussed as it relates to urban 
declinev Three factors are aded as indicators of city ptobleas: 
population decline/ 'old age ^ and econoaic conditions. Begional 
differences in the effects of these phe.noaena are cited. It is 
stressed .that the urban crisis is not nationwide, as aany large 
cities are se^l off. Structural and deaographi^ 'differences aaong 
cities are shown to co.aplicate Federal efforts *to^ f oraulate lef fective 
urban policy, farious typelh^of Federal aid and the trends evident in 
funding practices are discussed. Detailed inforaation is provided on 
the types of- local proiects ftinded including coaaunity developaent 
and ho.QSing prograas eaanating froa the Departaent of Housing and ^ 
Orhan Developaent fHtn>)^ Seans of capital acquisition, reTenue* 
sharing, a&d specific Federal grants to local governaeiits^are also 
described.. Strategies for. refers and policy alternatives are eaaained 
and their feasibility vid consequences assessed. <GC) 
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Over THE past two decades, direct payments from the federal- 
government to local governments have increased more than sixfold 

• as a percentage of the revenues local governments raise qn their 
own— Irom 2 percent in 1955 to 13 percent in 1975— and the up- 
ward trend continues. Both the Ford budget and the Carter budget 
.revisions for 1977 and 1^78 contain policy changes with important 

^. implksations for cities., This chapter looks at urban conditions, th^ 
problems^f cities, and the role of the federal.govemment in relatiorf 
tathem. 



I: 



j^aiiitions and Pibblems'of Cit^ 

In discussions of core city problems, the question i^ft^iuk^ed, 
rdvival for whom?*What is the role of the inner ci^ Who will livci 
dicre? Who vdU work ^ere? WIto will shop^there? Often ^e way 
these questions are asked and the answers given suggest a stereotype 
pervasive, decay and hopelessness that reflectsycondtions in iomt 
-^ties and in some^areas of others. However, the^picture mlist not be 
overdrawn. Urbaniardship is a localized infection, ^confined to cer 
taitt citi^ and within these cities to certain arc 
• i^cteraed in recent years by a rapid process ?(f 

' The Wwrs gratefully acknowledge the research 
« Hdpfitl cornments were provided by Pluir^ 



IS that have been char- 
deconcentration. 'Fhe 



;tanc» oldaincs W. Fpssclt. 
f;. George ETetersoB, and 



284'^ ' ^ Richard P. Nathan and Paul IL Domm^I 

. picture many of us carry in oeJ^ minds* of vast, *den^ly populated 
^ slum areas i5 by no means thiSwhofe picture, " I ; . 

As suburbs grow and inner-city schqjil problems arccompounded, ' 
; " ' the easy answer that the inner city should l^e abandoned has become 
more fashionable. The purpose of this chapter is' not to argue for a 
certain level of resources or type of new program, but to shed light on 
the natufeand' complexity of the problems of hardship cities and to 
suggest the wide variation of policy responses that are possible on the 
> part ol,the federal government. 

. „ An analysis of urban conditions and the problems of cities requires 

a definition of terms. ' ^ / 

V" * befinftioh ofUrban % ♦ 

The Census Bureau defines an "urban place'* as a communityof 
. • 2,500 or more' population. Douglas, Wyoming (p6py2,6Z7-)rft5r 
% V example, is an urban plac^. According to this definition, al^out 70 per- 
cent of the population live^in urban<i|)facis, bdt many of these, like 
'^Douglas, do not fit the usual image of urban. ^ ^ 
* * There is also" what the Census Bureau calls ap **urbanized area,** 
^ which includes at least one central city of over 25,00.0 populatiorLand 
^e surrounding closely settled territory. About 66 percent of the 
, population live in these areas, which rhore closely fit our image of 
what urban means. . ^ . "^^ 

Finally, there is the standard^ metropolitan statistical area 
(5MSA) , which is the most frequently used, but m many ways least 
accurate, term of reference for urbanization. A metropolitan area 
^ ' includes an "urbanized area,** plus, in many cases, some immediately ^ 
surrounding territory that is more rural than urban. About two-thirds ) 
of the population live in metropolitan areas. 

Regardless of what definifion is used, ours isran urban nation and 
will remaiaso, though there' are modest signs of changecBetween 
1970 and 1973, for instando, the metropolitan area population'm- 
creased by 3 percent} but in the same period^-the nonmetropolitan 
population mcreased by 4.2 percent. 

* What Is aCity? ^ 

The term "city** can also be used in ways that cause confusion.* 
To some a city means a very big city, perhaps above 500,000 in popu- 
lation. By this definition there are just tWenty-seven cities in the 
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United States, anlf they-contain 15 percent of the total population. 
The number of people living in these* big cities is growing, but their 
*are of the total population is deelining; they constituted 15.6 per- 
^nt of the jiopulatioh in 1970 and about 1 8 percent in 1950. 
4 those concerned about the often und^ned or pdorly defined 
'■•Durban crisis" tend to focus on the central ci^es.of SMS As. Currently 
there, are" 375 centr&l cities having 31 percent of the nation's popu- | 
lation," their size ranging from under 29,000 to nearly S.raillion. Like 
*big cities,, central citifes collectively have a shrmking share of the- 
"national population. However, to focus only,on urban problems in _ 
- central cities overlooks the problem^ of troubled suburban cities. 
A third' way of defining a city is'to lise^popuiation cutoff much 
lower than the big city level, perhapS 5p,m). If this is done, there 
are 397 cities, including both central' and suburban cities. Using this 
definition, cities also have a declining shate of the population — 
"34.^ percent in 1973 compared to 3'7-2 percentin 1960— despite the 
fact that the number of cities above 50,000 in population increased 
m this period. ■'■■■./ , ' 

, ' According to all three of the^ definitions, cities contain a minority ' 
and declining portion of the^ation's population. .However, the over- 
all picture obscures'''signifi(?ant point's, as, for example, the fact tliat 
major regional population shifts are occurring. 

Decline of the Northeast Quadrant . ' " - 

The most*videnti4gional shift is the growing share of the national 
population 'contained in the s6uthem and western, states, while thfr 
"northej^t quadrat," composed of the northeast and north central 
regictos/ is declSng. Up until very recently, thfe majority of tiie ' 
natioi/s pojpuMon lived in these two regions; the northeast quad- 
rant accou^d "fpr-S3.7 percent of the population in 1960 but de- 
clined tp 49.6 p^ceni in 1976. 
This nigipoal shift has its counterpart in metropolitan area popu- 
■ Ration ciiai^es. Although the population of metropolitan areas has 
; been increasing in the aggregate, therp have .been declines !in some 
" «f ^Mrgest metropolitan areas, particularly in the northeast and 
ho;5ixentral.regionSv During the period lp60-70, only one (Piftsi 
„ Jh) of the twenty largest SMSAs lost pppulation. How,ever, be- 
/..vccn 1970 and 1974, the number, of losers apiong this group 
increased to five (New York, Pittsburgh, Qfveland, St. Louis, and 
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Seattle), with four of these being i^•the northeast quadrant. Of the. 
fifteen SMSAs th^t gained population between 1970 and 1974, the- 
seven in the northeast quadrant had a mean grojvth rate of 0.85 per- 
cent. On.the other hand, for the eigh^etropotitan areas in the South 
"ah^West that grew in this period, the mean growth rate was 7.2 per- 
, cenf. Essentially the same pattern emerges for cities; population de- 
clines tend to be greatest among the older and genersllly larger^ities 
of the northeast and nprth central regions. . , ' ^ 

Vfher Characteristics of Declining Citie^ 

A decline in population would i^t be a.problem>per se unless it ' 
was ^ssoci^ted with problem conditions for the cities affected. One 
such condition that is particularly serious for declining cities is their 
lelative old age. Census data are available for all cities on housing . 
built before 1939.''For central cities and suburban cities of over 
50,000 population in 1 973, the proportion of the housing built before 
1939 was 29.8 percent for those that gained population and 58,4 per- 
cent for the losers. Although comparable jcehsus data are not avail- 
able,' knowledge of the cities in whi?h Brookings field research has 
been conducted indicates that an aging housing stocte is associated 
with the deterioration of related physical facilities — streets, school, 
sewer and water facilities, parks.^ 

• There'is also a relation between population decKne and major-eco- 
nomic vkriables; as shown in table 9-1 ^pr the decade 1960-70. De- 
clining cities had a per capita income level $300 lower than growing 
cities in 1970; housing values were nearly $3,000 lower.Jt can also 
be seen that between 1960 and 1970 per capita incoke increased 
almost 5 percent faster in the growing cities than in the declining 
cities, and horilfe values increjised nearly 6 percent faster in the grow- 
ing cities. * r 

' : ^ . I ' ' ' / 

Composite Urban Conditions Index' ' * 

In the foregoing discussion three factors have been used as ind'i- 
cators of city probleins— population decline, old age, and economic . 
condition..A report on the block grant program for comm(mity de- 

1. This field research was conducted as part of a Brookings study of the com- 
munity development block grant program. See Richard P. Nathan, Paul R. Dommel, . 
Sarah F. Liebschutz, Milton lb. Morris, and Associates, *'B!ock Grants for Commu- 
nity Development" (U.S. Qepartmenl of Housing and Urban Development, 1977: 
processed). " 



velopment put these three variables together in a composite urban 
conditions index for 489 central and suburban cities of over 50,000 
population.^ When thejnean for this^urban- conditions index is set 
at 100, a total of 1$6 cities, or 40 percent of the 489 cities ranked, 
have a rating above this level. There are 123 cities (including 1 1 sub- 
urban cities) that have an index rating of 150 or more. These cities, 
to, varying degrees, are considered in this analysis'tp face urban hard- 
ship conditions. Eighty-three (67 percent) of the citie§ with an index 
above 150 are in the northeast quadrant. This^epresents more than 
a. third of the central and suburban cities in the two regions; con- 
versely, only 16 percent of the southern and w^tem cities studied 
are in this relative hardship group. ^ ^ ' 

In terms of size, the incidence of hardship tends to be greatest 
among the ver>4a^gest cities. Whereas 25 percent of all cities are 
above 4 50 on this urban conditions index, 45 percent pf all cities of 
above 5^0,000 population are in this relatively high hardship group. 
Table 9-2 shows the forty-four iities of above 100^000 population in 
1970 that-rank above ISO on the iridex. The twenty-nine cities rank- 
ing above 200 can be said to have the strongest combihed indicators 
of relative hardship cpnditions.*The last column of the table shows 
t|iat the -higher-ranked cities tend to have high minority populations. 
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tiJ^^t^flr centrallSi^^os't disadvantaged reir 

tive to their suburbs are concentrated among older and lareer cS 

aispanties m those two regions'are to a large extent a product of citv 
bounda^es established in the lat^ 

i^ltt'v ^^^^^^ settlemenYbut now" 

pa« mamly the poverty-impacted core of the metropolitan are! 

ST!?^^' -''u^ "^^^ cities.that compared- favoSyS 
their adjommg suburban aceas in this analysis L newer swead^^S 
, cities located in the South and West. . . ^ spread-out 

Several lessons can be drawn from thesejanalvses lt\'^\mr.^.i^ 
to^o^ that the United States does not havJThan^nTe cS 

LTS^ f'^'' ^^^y <^'ti«^ well off Moreove? 
we lace m short, is a situation.m which some-thbugh by no means • 
wnat can be caUed '.'urban crisis conditions." ' • 

The Diversity of American Federalism 

One of the major difficulties in formulating federal policy to de\l 
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roughly equal severity. Chicigo has an index rating of 20^1; New 
York's is 1 80. Their responsi to these problems, howeyer, has been 
quite different. Tablfc 9-3 |)re5ents comparative per capita data for 
. several majdr financial items for the two cities in fiscal year 1.975. 
New York City received and spent almost five times as much^'per 
capita as Chicago. , 

Closer examination, ho^^evdr, reveals that much of this dispality 
^ is'due to differences in thp structural arrangements for the provision 
of services rather than to differ mces jn the relative size of tiie public 
sector. The data displayed in table 9-4 make this, point, correcting 
for these structural difference' by including the expenditures of other 
local governments providing services to Chicago residents in the 
' functional categories whei iiiiaincial disparities are pronj^unced. 
New^ork City was onblof rinly three units of .local igovemment 
operating within the city bpundaries m 1 972, and the only unit with 
property taxing authority, py contrast, there were 500 units of local 
government in Cook Counw (wliich overlies Chicago) , 475 of which 
had the authority to collect [prdp 5rty taxes. To contrast the structural 
differences further, the Imndis s ate government was more active in 
the direct provision of seryicei d.uring this same period, ^pending 
$15 more per capita than New y Drk State. 
Stn^tural differences are.pailicularly important, in the two cate- 
^ gories where the expenditure disijarity is largest, education and \yel- 
fah. The New Ydtk City'sphooi system and amiversity system are 
both citjj agencies funcleJ wi h cit f revenue. In Chicago, by contrast, 
both the cify school system ai d icis itutions of public highej|»education 
are independent of the cjty gowmment. As table 9-4 shows, the 
JO city school district s jenialmost as much per capita for local' 
schjjols as New Ybrk. While loc^jexpenditures on higher education 

it should be noted that the state 
diversity system' in Chicago, while 
New^York State university ^; ^tem does not operate a major 
pus in New York City. ; ! 




wefle substantially lower in Cmci 
maintains a major branch of kts 



Coinp^sons of welfare spen^ii 
City is a county for purpbsei of 
]>u!>lic assistance programs, makirjj 
itquirement that counties pay half 
these programs, whereas the statejc 
the s^ite4ocal.share under federally 
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i|g arc more complex. New York 
dministering the fedelrally aided 
ijt subject to the New York State 
the total state-local share under 
fDlinois pays the full amount of 
\y aided welfare programs. 
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City 



Urban 
conditions 
Inde:^ 



Popuiatloii, Poptdaiion change (percent) 



Louis, M<X ' 
Providence, R.f. 
Oui)dcn,N4. * * 

BufTalo, I^X 
Cleveland, Ohk> V 
Trenton, N J. ' . 
New Orleans. La^ 

Pittsburg ftt 
Sftvanhah,Ga. 
Chattanooga, Tcna.v 
Boston, Mass, 

New Haven, Conn. 
New Bedford, Mass. 
^ Piatcrson, N J. 
Cmdnnati, Ohio 

Jersey City. NJ. 
Baltimore, Md. 
Ifartford, Cbnm* 
AH»ny, N.Y. 



351 
333* 
333 
321 

292 
291 
288. 
274 

260 
260 
257 
257 

252 
246 
228 
226 

226 
224 
223 
221 



*I970 


196(^70 


I970^7S 


622,236 
J 179,116 
102,551 
. 381,930 


-17.0 
-13.7 
—12:5 
-5.7 


-10.9 
-5,1 
*> < 

J-4.6 


462,768 ~ 
-^.750,879 
1(^,786 
593,471^ 

520,117 
118,349 
119,082 
' 641,J071 


-13.1 
-14.3 
-8.2 
•\ -5.4 

' -13.9 
' -20.7 
r-7.8 
. -8*1 


' -8.1 
—9.7 
0.0 

-8.1 
-10.9 
41.0^ 
0.0 


137,707 
.102,477 

144,824 
' 452,524 


-;9.4 

-0.7 

o.a 

-10.2 


-4.5 
-0.7 
-1.3 
-5.6 


.260,545 . 
905,787 
158,017 
115,781 . 


-5.7 
• % -3.5 
-2.6 
. -10.7 


J -3.2 
f -3.1 . 

-5.9 
. -3.4 









Percent 
prt'1939 

housing, 
1970 ^ 


Poverty 
population^ 

1970 
(percent) 


Nonwhlte amf 
Spanish . 

^populations 
. 1970 
(percent) 


1 

• 


73.9 
80.7 ' 
70.0 
68.4 


10 7 
17.8 , 
20.8 
22.1 


42.3 
. 10.8 
' 46.4- 
62.2 




85.7 
7l3 
81.0 ' 
.49.4 


' ' 14.8 
' 17,0 
1613 
26.2 ' 


'21.9 
' 40. 9« 
' 40:7 

'49.8 ^ 


' 74.4 
39.9 
48.3 
77.2 

69.^ 
80.8 
70.5 

59.3, . 


' 15.0 , 
^ 25.8 I 
24.5 
15.3 

'l'6.5 
15.1 
16.3 

17,1 ' 


' . 20.8' . 
.46.6 
.^6.0 
20.8' 

30.7^ " ' , 
4.8, 
35.7 
28.7 


/ 


78.9 
60.0 

67.0 4 
74.7 


( 13.5 

] i8.a 

f 16.2 
13.2 

y 


28.2' ^ 
47.9 . 
^6.6 
.12.5 
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1 YouOftstownjOhio 
1 dunbridge, Mass. 


AtAf 

219 
218 
>^tt — ^ 


tylA ATA 

X I40,VIW 
100,361 
300,910^ 

l,950,09r 


1 ' Scranton^ Ps. 
1 Syiacuse, N.Y. . 
r Rochester. N.Y. 
1 rChieago, III 


210 . 
205 
> 201 


xU2, 695 
197,297 
29^,233 
3,36^,357 


r DetrorL Mkh. 
1. Bcricdcy, Calif, 
r Louisville, Ky. 
1 Ssn^Francisfco, Ctlifv 


i97y 

195^ 
188 


> 1,513,601 
" 116,716 
361,958 
, 715,674 


1 NewYoric.NX 
I Puluth, Minn. 
1 Oakland, Cal. 
Minneapolis, Minn. 


176 

176 , . 
174. 


100, 578* 
,361^561.- 
434,400 


Spdngfield, Mass;' 
Canton, Ohio 

- Worcester, Ma^;^ 


170 
167 
158 
}56- 


163 905 
110,053 
129,231 
. 176,572 


' Washington, D.C 
Salt Uke City; Utah 
Spokane, Wash.. 
Da^on, Ohio 


155 
155 

154 " 
154. 


756,*510 
175,^85 
170,516 • 
. 243,*601 



'-15;5 


-5.0 


67.4 


. 13.8 


-6.8 


-1.8 


S,79.7 


12.8 


-11.7 


• ' -2.7 


^42.7 


' 22.5 




—4.2 


69.5 


15.1 


—7.1 


-3.3 


86.6 


11.4 / 


-8.7 


-6.4 


^ 70.8 


13.5 


—7.0 


r-6:5 


79.5 


• 12.0 


—J. 1 




66.5 


14.3 • 


—9.4 


-8.0 


6;. 8 ^ 


14.7 


4.9 


-3.4 


57."l 


18.1 


-7.4 


-V.i 


53.r 


17.0 


—3. i 


, --4.0 > 


66.9 


13.6 


J. 5 


^2,9 


62.1 


'14.7\ 


-5.9 


-2.9 ' 


• 72.6 


11.4 


-i.6 


-3.4 


53.3 


16.2 


-10.0 


-12.2 


68.1 


11.5 


-6.1 


• 1 3.2 


64.4 . 




-3.1 ^ 


-3.2 . 


66.2 


12.2 


-6.7 


0.3 


66.8 


11.0 


-5.4 . 

♦ 


' -1.3 


74.4 


9:9 


'--I.O 


• -3.0 


47.0 


1'6:3 


-7.2 


-1.1 


52". 1 


13.8 


-6.1 


' +1.6 


53.6 


13.5 


-7.4 


. -12.3 

• • 


52.1 


13.7 



28.3 
10.5 
42.6 
35.6 

1.0 
12.2 
19.2 
41.5 

46.2 
'37.0- 
24.4 
42.6 

33.3 
1.5 

'50.6 
7.2_ 

i6.n 

14.2 
6.8 
3.3 

74.3 
9.6 
» 3.8 
31.7 
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Table M. Per Oipita Amounts of Selected ReTemiettnd Expenditure Items. * 
New York^dty and Chicago, 1974-75 . ^' ^ . > 

Dollan ^ . * _ 



New York City 



<>eneral revenues 
properly taxes 
• •'uitcrgovemmenial revenue . 

Gcnertl expenditures' • 

Education 
*, Highways 

Public welfare • 

Health and hospital?^ 
" Pblice protectioa 
~ * Eire protection * 

Sewerage 

Other sanitation 

Parks and recitation 

Housing and renewak 

TotalDebt , 

Long-term, full-faith, and credit 
'Ofher ' 



Chicago 



1,677.S7 
' 349.00 
884.51 

1,52Z.37 
356.53 
26.71 
377.63 
212.01 
91.58 
38.86 
46.81 
3SC55 
19.80 

' 81.95 

1,934.64 

1,044.72 
' 889.92 



340.63 
98.53 
^06.80, 

310.20 
)i.8S 
' 30.36 

5.84 
14.99 
77.41 
25.65 

8.09 
20.66 

3.14 

3.82 

411. n 

96.26 
314.86 



^Wce: VS. Bureau oT the OnsuJ. . C/i> qovtmrnm FUumces in 2974-75. CF75. no! 4!GP0. I97fi). 

The city govetnment of Chicago accouirted for less than 10 per- 
cenfof total spending by local governments for services,to its citizens 
id the seven functional areas 'included in taJSle 9-4,. while the city of 
New^York accounted for nearly alWh spending/Xhat cities vary 
wdely in -the way in wWch they or^nize arid finance the provision 
of services is not a nev/ observation. However, it is in this context 
that the, role of the federal government aud its budget in aiding cities 
r. must be considered. ^ ^ ' ' * ' 

The Federal Rore in Aiding aties" 

. Althougji tl^ere are no programViQithe federal budget that provide 
^ funds only to cities, there are manftHat aid cities along with Other 
types of local governments, particularly counties and townships. In 
.--recent years the amount ancftnurfiber of federal ^rant programs that . 
localities has increased rtjarkedly. Between J952 and 1972, there 
was, in fact, 9 doubling jn^^the localities* share of tdtal direct federal • 
paymcnts^to state and local governments, as shown in table 9-5. Most' 
of the increase over thris period-is accounted for by growth iii gtant^^ ' 
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[F^ttislifagSmicestoCayor^ ^ *^ 

I Doliw? * e , 



Chicago area 



yimetlon 
Local s(ihools 




Higher education , 
and recteatioa 
Sewerage ^ ■ 
Health and hospitals ' 

Housing and renewal 

\. * 

Welfare 



JLocal unit 
fumls/iittg services 
to Clika^o * 



Chicago City 
School System 

City Colleges of 
Chicago ^ 

Chicago Park 
District* \ 
Metropolitan Sanitation 
District 

Cook County Health 
Department 

'^Chica^o Housing ^ 
Authority ' 



Local unit 



321.92 
13.39*. 
31.12 
'i9^«8 
24.69 

1.09' 



CityofCfiicago 
and local unit 



333.77 
13.39 
34.26 
37.97 
39.69 



New York City. 



. 19.80 
46,81 

C 

• 212.01 
«h95 



377.63 
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TaUe 9^' FcderaVP^yncnts to Stefciand Local Clotemments and 
SSmxfi to Local Govenmtents, Selected Fiscal Years 1952-75 

• Fedeh! payments to state " Percentage of federal 

and local govenimems \ ^ payments to 
Fiscal year • , (millions of dollars) - local governments 





1952 • 




- 2,585 • 




9.1 ^ 




1956 




3,347 


9.6 




1960 




6,994 




9.2 




1964 ' 




. 10,097 




11.7 




1968 




18^053 




12.6 . 




1972 


• 


33,584 . 




18.2 




1974 




42,854 




28.3 




1975- 


* 


49,628 




28.6 



• Sources: U^. Bureau of/the C^ui« GcYemmtntal Finances, lekctcd years, and {dem. Summary of 
Cornninentat Finances, Kkcttdytin, l ' • ' ' 

programs for education, the environmdfctf and community develop-' 
ment Even more smfciag is the fact thaurom 1 972,to 1 974 the pro- ^ 
portion^of fcfde^al paynirats received by local units rose by andther 50 
percent, accounted .for primapfy by.tl^e enactment of the general 
revenue sharing program. , ^ ' , - 

' * Two^mam types of federal grants to localities can be dis'tinguished. [ 
Formula grartts are distributed according to an automatic allocation 
system Sj)ecified in law br»regulation; project grants are provided on " . * ' 
the.basis^of individually approved projects meeting the appropriate 
fi^eral requirements. ... ^ 

Until^^ ^LA^vent of general revenue sharing in 1972, almost all 
.fonriflStgrante^ by the* federal, government were made to 
state^gbvemments for fairly narrowly defined purposes. However, the 
trend in recent years, which was a m^jor theme of the New Federal- 
ism of the Nixon administration, ha6 been toward broader-purpose 
formula grants, with a substantial proportion of these grants going • 
tg^local gov^nuhents. Two-thirds of all general revenue sharing pay- ' 
ments. are made to local units; all block grants for community devel- \\} 
opment and, 70 percent qfthosd for .thte manpower block grant* ^ . * 
program are paid ^irectl;^ by the federal government to localities. ' 

Thpse new and broader grants were adopted in large ^measure as 
ipstruments of political decentralization, .as a means of increasing 
' the discretion of the recipient uiyts^ and to reduce the influence of * - 

federal officials on state and local policymaking. 

There is»consider|ble sigriiiicance in this dual shift toward greater ? 
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reliance on formula-grahts and the direct allocation of federal grants 
to-local units. In terms of their political effect,'the increased reliance 
on direct grai^ts to localities tepresents an important modificatioA of 
the original concept of American federalisin. Traditionally, local gov- 

cmments in the United States have been regarded as "creatures" <4 
the states, and thus not on the same legal f odting as the states for puf^ 
poses of their telationships with the federal governfnent. -/. 

The Spreading Effect . 

The shift from project grants to fonnula.grants and the increase in 
the amount of funds provided under formula gr^ts to lo<ialities can 
also be seen to have bad a spreading effect. Whereas project grants 
could be targeted on a few units or disproportionately paid to certain 
units, formula grants treat all localities the same with respect to the 
economic, and social characteristics specified in the distribution for- 
j mula. This, df course, has been one of their seDing points^that they 
are evenhanded and that as a resull^nding can be anticipated in 
advance. This spreading effect has significance in relation to ufban 
hardship conditions. It has tended to benefit suburban governments 
and small cities tfiat previously were not aided, or not aided appre- 
ciably, under federal grants. The resulting reduction in the relative 
proportion of federal grants made to other cities— particularly large 
cities— may be said to be good where tiiese.cities do not face hardship 
- conditions and- yet received relatively high -levels of federal aid. 
Furthermore, tiie inclusijad of suburbato governments (by no means 
ajiomogeneous group) can "be argued to be desirable as a means of 
Elding poor suburbfeand of stimulating richer suburban governments 
to deal witii social npeds-^or example, by providing training, jobs, 
housing opportunities, and.public facilitifesf or minorities and lower- 
incomegroups. . t 

But tiiis' relative decrease of funds to tiie larger cities can also be 
criticized, especially inlhe case of larger cities facing urban Hardship 
• conditions. In 1968, 62^2 percent of all federal grants for cities-went 
th cities of over 500,000 poptilation; the confesponding figure for 
1975 was 44.3 percent Onlhe-dier hand, the shares for cities ol 
under 500.000 population rose. Cities of 10Q,000-49 9,999 popula- 
tion received 17 ^.percent of all federal grants to cities in 1968 and 
22.9 percent in 1975; the share for cities under 100,000 rose even 
• more,from 20.3 percent m 1 968 to 32.8 percent in 1 975. 
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Table 9^ Grants to Ix)cd fikimiwicttb under Ford and Budgets,* 
fty Kfijjor Federal PrognuRS, Hscal Year 1977 
MOlioos of dollars. ' * . 



ProgTcott 



Ford Cartel 
budget budget 
outlays^ outlays Increase 



Revfftue sharing 








Ceoeral revenue sharing 


4,'540 


4,540 




Cbunteicyclical revenue sharingr 


838^. 


1,458 . 




Block, grants 




4 




C^pamlmity development 


2,250 


2,250 " 


0 


-Comprehensive Employnient and training Act, 








Titled 


1,015 


1,015 


0 


Oihet* ^ ^ 








Wastewater trtatmcnt constnictiouv 


14,430 


'4,430 


0 


.Emergency jJutrtic works ^ 


^791 


^987 


life 


CETA, Titles II and VI (puWic service jobs) 


um 


2,434 


500 


Urban Mass^ransj^brbtion Administration grants 


1»773 . 


1,773 V 


0 


Speod*down of programs folded into community 








development block grants 


1,169 


"1,159. - 


0 


Other job.training and employment assistance 


1,075 


1,403 


328 ' 


Federally impacted schools aid 


791 " 


.791 


S ' 


Omimunity Services Administration fundii^ - 


494 ' 


494 




Airport development assistance 


308 


^ 308 ' 


0 


Emergency school assistance 


269 


269 


0 


Economic development assistance 


188 


188 


0 * 


Rural water and waste disposal grants 


xl63 


163 





Sourns: SptdaJ Anetyus^ Buigtt oftht United States Coterrtment, Fiscal Year W8: Offke of Managi&* 
tnent and'^get, Ftscol Year J978 Sudstt Retishns, Fiibntary 1977 (GPO, 19T7); idem. Budget Review 
©ivisioii, "Crantt-ln-Aid b the Revised 1978 Budget" (OMB, 1977: procesied). The CETA figures are 
otlmajted fxora VS, Department of Ubor. *T^ew*.'^ USDL 76-IM6» 7W424 76-M99. October 22, 1976, 
November 22, 1976, and'Deccmfaer 17. 1976, respectively. ^ 

«« tExduding grants estimated at under $100 mOUon. * 

b» Twt>-lhirds of estimated toul outlays; there are some exceptions to the two^thlrd rule in sutes «nected 
^ ipeda! limiutSbS provisions in the law. , 

c Estimate excludes consortium incenth^ ^ 

d. Some of these ^rogtams make small granis of uoddcnslned amountt to state tovtmmentt. Except 
for C^A, figuxta attfdr total outlays* ' 



The^ Array of Fhderdl Grants for Localities 

Although theteiA tendency to view federal ^ants in terms of their 
proliferation and duplication/ local-aid funds are boncentrated in a 
few programs and functional areas. Table 9-6 shows all federal grants 
under which at least $100 million is estimated to be provided to local 
governments for fiscal year 1977, under both the Ford and Carter 
budgets/ The table includes sixteen major programs and program 
areas^ which account for an estimated 90 percent of all direct federal ' 



TaMe f^J.'fotd and Orter Budget Autlwrity and Otttl«yi[for 
MMor Local* Aid l^cggrann, Fiscal Year 1 1 978 
, Ma iioos of ddtars 

J' Ptognttn 

Comttreydiad grants 
/Local public works ^ 
' Budget autbortty - ^ 
Outlays . ' 

Public sfMWC employment 
'\ Budget authority 
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Revenue sharinfit * 
Budget authority 
Outlays 

Other grants . ^ 

Sewage treatment construction 

Budget authority 

Outlays 

• Urban mass transit* ' 
Budget authority 
Outlays . ' ' * 
^Community development 
'Budget authority ' " • . - 
xOutlays 

Local public works and development 
Budget authority 
Ojijj^ys 

Em^oytnentand training ^Ai^ f 4W 

Budget authority ^ , .^2.838 \ ^,256 1,418 

Outlays 



1,835 



S«fc«: Offict of NUiugenKftl and Budget; J^/>w 

a* Ontnts by Urbtn Mat* TmnsporUdon AdminUtration only. 

. aid to locaKties,* Overall, the Cafter admiiiistration has proposed in- 
crea^ hicutlays to st^tfe and local governments of $2 billion in 1977 
and $10 billion in 1978. A more comprehenSiv^^^opap^ of the 
Carter aad Ford budgets for 16cal aid in ,1978 is prfeentfidJ^i taW^ 
9-7, which shows ^bpth authority und outlay figures. To summarize 
the inam points brought out by the two tables, it can be said that the 
Carter revisions for 1977 and 1978 make some, changes, bwt.not 
many, in spending for local assistance; these in^eases are very large 

^ 4. Federal programs such as income support grants ^nd the Law Enforcement 
Assistance Admin^ration's block'grajht^ which *;pa$s through** aid tp local go\tm* 
mttSs by an initial aflpcation to the states, arc excluded from this table. 
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, butjtciid to be limited to, those requi^d to implement the administra- 
tidn^sjeconomic stimulus package. 

• How do .major feder^t aid programs for localities relate to the 
urban hardship conditions discussed earlier? Distributional issues are 
of imifiense importance in this context. Unless the amount of funds 
available-for federal pnpgrams'td aid localities were significantly in- 
creased, changes in allocation systems to place greater^mphasis on 
relieving urban hardship conditions would require reductions in the 
ataount of funds Available for other cities, typically smaller and sub- 
urban cities with higher income levels and better economic prospects. 
Yet .'thes6^;nniunities, like allloca^govemments»,are hard hit'by 
^inflation.* iSiey are as a result increasingly sensitive to ways in which 
federal funds can ease. their fiscal pressures.^ Moreover, they^have 
d&nography on their side. Growth of the suburbs ?nd their repre- 
sentation in the House of Representatives;has resulted^ stepped-up, 
and increasingly successful, demands on th^ part of these govern- 
ments to obtain federal grants, j^eanwhile, central cities facing hard- 
ship conditions, which have^been losing population, tend to be 
concentrated in the northeast and north central regions, which los;t 
eight seats in the House under the reapportionment based on the 1 970 
census. • ' ' ' ' ;/\ 

Several ameliorating factors offset these negative.ones. Since not 
all cities with hardship conditions are central cities (some are older 
suburbs), since not all are located in the northeast (quadrant, and 
since many wealthier suburban communities depend u(5on central 
cities for jobs and^ cultural amenities, there is k possible, base for 
political support for federal policies focused on urban hardship con- 
ditions that goes beyond the boundaries of the old central cities. 
Furthermore, to the extent that older and declining cities have dis- 
*proportionalSly high levels of unemployment, poverty, and deteri- 
orated housings federal programs, designed to deal with such'condi-« 
tions can, or at least sho'bld, be expected to focus assistance on these 
cities.* ' V ^ » 

Major HUD Programs 

, The federal agency that relates most closely to cities is the Depart- 
ment of Housing and Ur^ Development; its two largest activities 

5. David Greytak and Bernard Jump, 'The Effects of Inflation on State^and Local 
Govemmehl Rnanccs, 1967-1974," Occasional paper 25 (Syracuic'University, Max- 
wdl School Of Citizenship and Public Affairs, 1975). 
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to aid cities are Community development and housing. The Ford 
administration's budget for 1978 recommended increases in both 
areas; the Carteradministration, in turn, transmitted budget reVisbns 
that would make further outlay increases. ^ -^y 

\ COMMJJIIITY DEVEi<0PMENT. foi 1974/^ new law was passed 
to cqpSQliiiate seven previously established federal grapt programs 
ior community development into^a^^suigle block grant to be distributed ^ 

' by HUDi in part undpr a new formula allocation system and in part 
on, a discretionary basis: TTi^ seven "folded-in''* grants subsumed 

' under ithe new plpogram are urban renewal, model cities, water aijd 
' . sewer facilities, ppen spaces, neighboxhood facilities, rehabilitation 
loans, arid public facility loans* Some 2,500 local governments re- * 

' ceived such block grante for community development in 19?5. 
President Ford's budget for 1is9al 1978 proposed two important 
changes m tins program. It urged raising the authority level by $252 

' million to $3.5 billion, and also recommended a revised formula for 
allocating' these funds To give more aid to hardship cities. The new 
formula, similar to that proposed in the recent Brookings report for 
HUD on this program, is a "dual formulaj*; retaining the existing 
three-factor formula and at the same tinie introducing a new second 
formjdlla,* Under tlfe -dual-formula approach, eligible jurisdictions 
feceive aid tmder whichever formula (the original formula or the new 
► X)ne)entid6sthejnt6 the hi^eramounf of funds. 
' The original foraiula contained in the Housing and Community 

' : Development Act of 1974 is feased on population, overcrowded hous- 

• . ing, and poverty (double weighted) . Under this formula, ^yhen fully 
implemented, the share of all central cities would decline from 71.8 
percent uhdei; the folded-in programs to 42.2 percent in the sixth 
^Tear of die block' grant program.. The nprtheast quadrant's share 

• ^would<lecKnesiniilarly,'NewEriglan(fssha^^ percent 

" to 4.7 percent add that for the^iddle Atlantic "States from ^2-7 per- 
cent to 17»4percent'The Ford administratioli's proposed hew alter- 
. native formula, for example, uses population decline, the proportion 
of population living in poveicty, and the number of pre-1939 housing 
units as formula factory (pre- 1939 housing reflects physical need, a 
dmension of urban need not included i^i the original formula). The 
net effect isio increase the funds going to older and declining cities^ 

; ahdtothe northeast quadrant generally* ' 

. 5* See Nathan and others^ Block Granis for Commttnlty Devehpmeni chaps. 
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The Carter administration als9^foposed revisions in this program. 
It iwbmmehded a supplementary block grant fund of $400 million 
in the form of discretionary "action grants" for major projects in 
needy cities. Also'proposed was a dual formula for the basic aUoca- 
Uoa system. with tii^Sgy forinula Consisting of poverty, pre.1939 
. housing, and "growtfi-lagj' . defined as' tiie- difference between the 
population gtowth (or decUne) of each eligible city and tiie national 
average gro\yth rate for.aJl^entiflemem cities. Like tiie Ford adminis- 
tration's dual|ormula,tiiisproposal has a significantly strongerurban 
focus tiian the allocation system fn tiie current law. 

HOOsiMG. Widespread concern about .th/ slow rdcovefy of tfie 
housmg industi7>froni tiie 1974-75 recession resulted in pressure on 
the federal government in 1976 to expand flie level of its housing 
programs. From 1971 tiirough 1973,Tiousing starts fqr flie nation 
exajded 2 million annually; in 1974 tfiey .were 1.34maiion and in 
1975, '1.16 million.. The Ford budget submitted in January 1977 
proposed 400,000 assisted housing- units for fiscal year 1978 aii 
mc^ease of i65,0Qp units over f977. Most of tfiese subsidies were 
> I»oJ>Qsed to t^e provided tiirough section-8 of tiie United States Hous- 
ing Act as amended, a housing assistance protram under which a 
payment is madMsr tiie difference' between tiifc fair market rent of 
dwellings occupied by eh'gible families and. 25 percent of tiieir in- ' 
comeMJnlike tiiex)fliei;programs considered in this chapjer, section 8 
funds are paid io botii. private developers, and local governments. " 
Assistance is av^able for new housing, rehabilitated housing, and 
existing housing. _ 6. «"u^ 

The inclusion of existing housing, which in 1977 pc^ounted for 
38 percent of aU section 8 approvals, raises important policy issues. » 
For one tiimg, itrmeans.fliat a considerable portion (possibly as much 
M half) of .tii^l65;000 new section 8 units proposed in flie 1978 
Ford budget would not be for^ew fconstniction. Thelnclusion of so 
many existing units undermines tiie stimulation of new construction 
as one of tiie purpose? of housing assistance programs; 

The second domestic polfcy issue raised ty tiie inclusion of so 
many existing uyits under tiie section 8 program relates ncrt to hous- 
mgpohcybit to income-secunty:poIic\ Because-section 8 funding 
js;limited,,many famiUes witii tile saqi^ or tower income levels tiian 
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new housing unite, the problem of horizontal inequity created here 
cannot be offset by the fact that ne^v housing construction is being 
stimulated. The justification' of subsidies for occupants of« exist- 
ing housm*g units res|s muchnnore heavily on an incolne^security 
rationale. Proposals f orwelf are reform — ^including-a universal hous- 
Ing aUpwance available to aH poor families-^have been advance din 
^ j>art as a means of, reducing the unfai^fess of current housing assis- 
tanq^programs. X ^ 

Federal housing programs are related to still another area of do- 
jncstic poKcy, civil rights. The Housing and, Community Develop- 
-ment Act of 1974 requires tfiat, as. a condition of receiving block 
grant funds^f or community development, recipient jurisdictions de- 
wbp a "housing assistance plan'* indicating thek housing needs 
(fbluding unhs fdr persons expected to reside in the community) 
and how they propose to meet these needs. Experience to date .under 
the block grant program indicates only minimal efforts to develop 
and implement housing distance plans/ Here again, the^uestion of 
distribution is raised. 'Should federal housing subsidies be concen- 
trated m the inner city or spread out in the metropolitan areas inWder 
to achieve spatial deconcentration of income groups, an objective of 
the block grant program? ' - . . ^ ^ ^ 

President Carter's budget proposals call for^400,00.0 assisted hous- 
ing units both in 19J7 an^78, and a change in tfie mix to give ^ 
more emphasis to conven^nal public housing and secftion 8 subsidies 
for exisHng housing units for low^r-incdmefamjlies. Neaix$'9 billien 
in mcreased budget authority and $124 million in mci^sech outlays 
are requested for 1978. « j' ^ 

Meeting Capital Needs " , 

The federal government- provides grants under a number bf pro- 
grams for certain kinds of construction projects undertaken by local 
goveriiments, and also assists them in b.orrowing for routine capital 
purposes. In recent years the 'trend^in federal -grants for capital 
purposes has been away from* large-scale construction and toward 
smaller projects. Criticspf this trend toward shorter-term and more 
dispersed urban development activities' have recommended that fed- 
eral policy be changed to assist large-scale construction projects. 

. 1 Ibidf^I)p.64^7>»3-^. 

/ ' - if. 
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Some- have suggested changing the-'block gtant program for com- 
munity develppmenf by grafting onto it a new section resembling the 
. convenuonal urban renewal progtaih. (The Carterldministratton's 
prjKwd of supplementary "action grants" movfe»4n this direction.) 
. Others have proposed an urban development bank t6 assisMocal gov^, 
enunents m .financing public and private efconomic. and.community 
development projects. Still another approach involves federal tax 
credits for investments inare^ of urban distress. * ' 
oTfaditionally.localgoyernments-have relied on the private m^rlcet 
to raise funds for capital purposes of a more routine nature, with the 

■ J????^"^?'^ ''"'"S exemptitomlideral taxation. Most 

cities--New^York'is the m^joncexception^^e ayoided relying ex- 
tensively on borrawtag for operating pffrpeS^s. As bpposed to the- 
reconmwndatipns to provide assistance- for relatively large-scale 

-japit^ development projects, a number of refeted types'of federal aid 
have->tfn recommended to help cities meet their regular capital 
vSTh T l^l^'^"^ ^^'^ temporary assistance. sufcH as thatpro- 
vided under the New York Seasonal Financing Act. be offered to a 
wider range of cities. Another approach is that in a'ddition to the tax 
exemption, the federal govermnent guarantee state and local bonds. 

with the-guarantee available to units facing especially serious fiscal 
• pressures and willing to subscribe to the conditions under which the 

guarantee would be made available. .v- " ^^"J^n^^e 

A more, widely favored approach is fo A federal govermnent to 
ocal goveri^a taxable bond op^ Under this approach. 

sta es^d localiU^uld,have the option. dKusing^ a t'axaWe deb 

mstrument on which the federal govermnent wUd^avpart of the- 

mterest cost (somewhere between 30 and 50 pei^ent) in exchange . 

of thlT^r^ l^'i"'^'^'' ^"'^ '"^'"P^'^"- ^^^io^rguments inTavor 
t^^^^^f *^'! " ^o«ld^c/urage institutional 

ZTT- 7"' fedlrJtax exemption to 

J^ltl '"'^ ^"^''^the federal govern- 

ment to subsidize state and local borrowing on /more efficientbasis. 
l^iS IS a proposal of long standing; both th/Ford and Carter ad- • 

^^tl'fUi f^^^^'^^^d^d *is appr/ch. and support for it 
appears to^oe growmg. -/ • . '^'^ . ^ 

Revenue slfiaring /. . 

The generalTvenue sharing program enacted in 1972 for five 
years was extended for three 'and three-quarters years jn4976. The 
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nev(?law distributes. $6.85 biUion per jjear to some ^.000 general- 
■putpose units of state and iocaliovem'n|ent;two-thircB(of th^e funds . 
arepaid to local governments.?; I ^ ,. 
• A second fonn of revenue sharing^ountercycHcaHevenue-shar-. 
ing, also cna«^ m . l976— is proposed to be extended to 1982 as 
part of President Carter'^3eceipmic stiiimlus jjrogrami This program, 
triggerea at 6 percent unemployment natioi^Ily.Hftistributes funds . 
/iccor^mg to the genetal fevenue sharing tormvl?, adjusted by the 
level of unemployment.ioQ'aliy. /' ' 4 • 
' .:The revenue*^haring program provide^ anbthef good illustration of 
the Way in vvRich formulas upde^ federal gtants affect older and de- 
cliiung central cities. Despite'anWrall adVantage.of approximately 
Jwo'tb.one.for central cities as Qompaxt^ to suburban units under rev- . . 
enue sharing, there is aBreement among analysts of the^ro^m that ^ 
some large central cities with partfcularly seriqus hardship ccftfditioBS 
are discriminated against under the current formulaV Specifically, <a - 
145 percent ceiling on local allocations contained in the act (no local, 
unit can receive-more than 145|petcent of the average pef capita 
payment to localities in its state) 'discn5iinat«?s against central cities 
like St Louis, Philadelphia,^ and Baltimore, which, da not have an 
overlying county government. If the com6mc4. allocations, of shaJed 
' revenueforacentpalcityandit^oN^ferlyingcoun^govemmentexceed 
145 percent, but both the city and county shares are belgw this level, 
theceilipg dpe^mbl| apply. It dhly applies to individual-units; coter- 
minous cily-Hunties (as in thfr three oases above) are therefore the , 
jurisdictions^mpst likeiy to be affected. Ironically, the tradition of 
local government in the northeast quadrant is~sucfiHthat it is precisely .0. 
the oldest, most diiadvanihged municipal govemmentfth^t are likely • 
to feel the pinch of this requirement. In 1 975^ the F6rd administra- 
tion proposed rising the 145.percenJ, ceiling to . 17^ percent, but the 
'Ipnewal laW passed in 1976 did not do soi . . /« I 

Beyond the problem of the ceiling are more fundamental questions • 

of whether the' formula for distributing botK'gen^al and-counter- . 
<^lical revenue sharing funds should give greater emphasis to urban 
haidship: ^is could be done by adding fomola factors such as 
density, age of housing, and fate of populatidnichange (inverse) that-^ 
. tojd to favor hardship cities. In addition to chaiJging the basic for- 

8. For a history and description Of the new law, soe-Richard P. Natlfen and 
, Charl^ Adams, Jr., and Associates, ilevrawe Sharingi TheSecond Round. iBtook- 
init Institution, 1977). - - . ^ ^ * " 
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. mula, other possibilities, riot considered in 197^or 1976, include 
introducing a new dual-fonpula approach (as proposed for the com- 
munity development block grant) or an automatic suppilement lim- 
ited to jurisdictions that exceed specified threshold levels on indica- 
tors of ecbnonlic and social need. ' 

^ The Ninety-sixth Congress, -which converfes in 1979> will again 

■ need to consider general revenue sharing legislation. President Carter 
has consistently recwnmended elimfnating state goveriiftents from. 
i5ligibility. on theigrouods that their needs are less acut^ than those 
of most local ^overiiments, although he did not propose that this be 
done in 1977 in the extension of the countercyclical revenue sliaring 

. program. There are both substantive and tafctical reasons for keeping 
the states in the revenue sharing picture^ given their central role in 
determining the boundaries, functions, and finances of local unjts. 

^ However, should statergovemments be eliminated from the program, 
opportunities would be opened for distributing the fr<ed-up funds 
on a basis that gives greater attention io the^uYban hardship condi- 

^ tibns of local governmental units. 

^ Other Federal Grants to Lojcalitiei 

Of the programs listed in table 9-6, eight have not yet been dis- 
cussed* The urban or hardship focus of four of these programs is 
examined in this section. , 

EMPLOYMENT AND TRAINING BLOCK GRANT. Title I of the 

Comprehensive Employment and Training Act (CETA) allocates 
fyipds to state and local governments acting as prime sponsors for a 

^ variety of employment and training activities previously operated as 
project grants. Cities and cduntiestof pver 100,0004)opulation are 
eligible to actas prime sponsors, along with consortia of local govern- 
ment^;- All prime sponsors, including state governments, /bre required 
tq submit plans for the expenditure" of Title I funds, which must be 
approved before pro-ams can be funded. ^ ^ 
Again^^the^pmposition of the formula is of key importance for the 

, cities. Eighty^^nt of the'funds provided under. CETA-^itle I are 
d|ocat^fanoipJjj^^ according^to three factors: half on 

• 'j^e basis of each prim^dlpon$or*s share of the previous year's funding, 
S7^5j^rcen^^ on each sponsor's share of totalnational unem- 
|)Io^en^ and^h^ remainder^based on the number of adults below 

;^an a^nc^^ poverty lineiNo unit may receive less than 90 per- 
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. centof its previous^e&i;*s funding or more than ISO percent. I^eilodr 
provision is espedaUy important for cities. * • ' i 
Under thi^f&rmula a number of larger and^ older cities have feeen 

- losing fundsf^Overall, the prime sponsor cities' share of CETA-Title 
I funds declined Irom 25 percent under the j^grams consolidated 
into this title to 22 percent in 1976/ln 1976, two-thirds of the^ cities 

^ required sjfeciali^ayments to bring them up to the 90 J)erceiit flocfr. 

. Coun^ governments (including many ihat ar^ highly urban) have 
been beneficiaries* under CETA; their share of funds increased from ' 
13*5 percent before CETA to'16.3 ij)ercent under the formula in 
^ 1976. The major source .of these shifts in funding Has been the for^ 

, muia*s reliance on the nuiiiber of unemployed, rather than on the 
conpentrationon the disadvantaged under the earlier programs. The 
relatively high poverty line used by the Department of Labor also 
tends to Reduce the advantage of the older cities. The-CETA author- 
ity expires in September 1977; the C^er administration has r^- 
questeid a simpledne^ear extMSion," 

„ MASS TRANspoRTATioN:''^j^ are three major sources of -fed- 
eral fupding for urban pu^ transportation. Two are programs 
operated by the Urban Mass Transit Administration (UMTA); the 

^ thirdt^nsists of diversions from the highway trust fund. Tfie cumula-. 
tive'federal share of projects f unded under these three programs was 
$7-1 billion as of Oetober 1 976. - : 7^ • 

The t^o programs administered by UMTA are currently operat- 
ing under.$11.8 billion of authority enacted for the sbc-year period 
' 1974r-80. Estimated outlays under the two programsin 1*977 are 
$Li8 billion* Approximately $7 billion, or about two-thirds- of the 
total UMTA grant authority, is budgeted for project-type grants, 
^'^nvhere the feder^ government pays up to 80 percent of the net cost 
of capital acquisitions (rights-of-way .and rolling stock) . Nearly one- 
third of these project grants have been tnade for bus purchases; the 
lemaij^ng^O percent )ias been split almost e^jually betwee^i construc- 
tibn of new rail systems and the expansion of existing systems.'^ Tfie 
funding distribution of these proj^t grants shows a high concentra- 
tion in.a rel|tively^ small number of cities. Three-fourths of these 

Formaji^^^fprmatfon and distriSutional data for this sectWi was provided by 
the'National A^demy of Sciences monitoring project on the CETA program. 

. 10." ppofreeronal Budget Office^ Budget Opjtons for Fiscal Ytar 1978 (GPO, 
1977}»ctiap.7. ^ \ 
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funds, Were obligated for ei^ht cities as W September 1976, lai^ely 
for fail systems. Thirty-two urbanized areks received 9 1 .6 percent of 
these capital grant commitments. Qf these tftirty-two areas, the cen- 
- - *^«'t'es of «teen scored above 150 on4he-ur^ conditions index, 
appi:oximateIy the same {>roportion as that of all cities above 500,000 
. v.- . population. Within this grouij^howeveMhere. is little relati6nship 
, between relative hardship ratings and the level of funding received.- 
. ' Baltimore,. Bostoti, Philadelphia, and Pittsburgh (all above ISO on 
.■ the index) received substantial shares .of the reservations allocated 
for these project granfis, while BMffalo, Cleveland, and St. touis (the 
three highest-ranked cities in tabl^.2 that received project funding) 
y received relatively small amounts of funding. • 

The federal government also provides formula grants for public 
. transportation (about $4 billion in authority, with current projects'- 
\ of approximately $€00 million & year) to* some 248 urbanized areas.' 

- The formula allocates one-lialf of the available funds on the basis of 
populatjep and one-half on t>je bas^is' of population weighted by 
^ density: Grants are madeTo one publit body in each area; the state 
acts as recipient for areas under 200,000 population^The Congres- 
sional Budget Office estimatbs that over 90 percent of these funds 
have been used for operating subsidies and that these funds are equal 
to about 20 to 25 percent of -the deficits of existing public transit 
systems. * . 

'.• '^?,5"°>™ari2e, federal support of mass transit operations has been - 
heavily focused' on sapital support in a relatively small number of 
ciUes; operating sub^jidies have been spread morelwidely. However 
^ the effec^veness of these funds in relieving urban hardship is difficult 
Jp gauge.Tjecause4he-ultunate benefits may go disproportionately to 
higher-income suburban areas and residents'. 

PUBLljc SERVICE EM|Loy]^£NT. tfiits to local governments 
for pubhc service employment under Titles 11 and VI of CETA 
represent. two>-thirds of federal outlays for\pubIic service employ- 
^ ment m fiscal 1977.}(Thp remaining one-thirdis paid to state govern- 
ments,) Total federal outlays for. pubUc sectok jobs have e^fpanded 
drwnatically in<the past three years-from $40(>,miUion in fisc^ 
^ .^ -.^ .s ^'"*°'*'^°l^cal 1977-^ eron^ 

' . • ■.^^"^."f • VnderTi«eir;asin^ 

• • ; tor cmplpyment to be concentrated in areas of high unembloy- 
n»cnt;'positioiis web reserved for the disadvantaged and long-term * 
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v^Sed. Unde^Title Vis emphasis was placed^n counter- * 
ScUcal goal^. CountercycUc^l considerations were given^rther^ , , , 
plro^nence in 1976 !?yjhe passage of the Emergency^obs Program 

•Extension Act^^^^^ administration budgets-recpmmpnded phasing- , 

htCarter administration's economic stiinulusi)atkage, 
hoWeVervii^ommeiKi^an addition?! $940.mimon in autiiority and 
, ,$7Qe^m^ioninoatlalSj%tiesHandVIfottiieremmnder^^ 

1977 and further increases m;f^inding in 1978. : • , 

^ Se^ecaveliess of.these pro>rJ,s in- providing fund, te-urb^ . . 
hardship areas has been redHced by worsening economic conditio^ c.. 
. ^^^Ltile'useoftetitlestofurther6puntercychcM^^ _ 
^tion has been particularly marked witbrespecjftoTifle ll^^^^^^^^ . 

Sallegislation,primesponso^w^ . ' 

had an unemployment rafe^fS^l^^ , 
. Viated on *e b^s of I prime spdnsor's share of the total number ■ 
I : Qf unemployed. Hawe^r. increased unemployment has mde al^io^t 
aU prime sponsors efole under tj^ program, requinng that iund 
be spread Long a ife number Secipients^andJ)^ its 
.. impact for hardship citi^>Si_J\»_^_j' ^-^^ 'w^* ' 

> Title VI f un§ing4s more^5po^^^^arfations in tlfseventrof^ 
uheWloyment. Half the funds are distributed' according to the spon- ^ 
sor's share of total unemploymeht;.one-quarter according to the share 
' ofuncmploymentinexcessof4.5Bercent;andbneKiuarteraccordmg 

' to the share of unemployed in subareas with "nemplgj^-greater • 
. San6.5petcentOnerecent*valuationofTitlesnandyeqn9ludes 
- thatCXTApubUdservice employment programs have l*en suc^^^^ 

. ful "« a modest extend iii concentrating progr^ins in^SAs wifl^^ 

• substantial unemployi^nt.b*utles^cessful in ch^nne^ 
^as tiiat have experienced major declines in emplaiment as a result 

d&the recent recession." v J 
; . EMERGENbY PUBLIC W9RK^. * The emergency pubhc works 
program eStegn 1976 hasT>een the subject of considerable contro: 

• vcrj. The alloSfion of funds was based on a Ust of;fajtors m he 
, - legislation to be defined bf he administering agency, * tins case Ae 

• ESnomic Development Administration (EDA). One feature of the 
laWthlTwasespec^yimportantwastiietwVpot . 

' '^il. Mlckd-Wbeman. "Public Employment » Hscal Poli^." ^ookmtFm" " 
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The agency was required by Jaw to allocate 70 percent of the avail- 
able funds to' jurisdictions vyth unemployment rates-above the na- 
tional average and 30 percent to jurisdictidhS below the national 
average but above 6.5 percent EDA initially anticipated th^t this 
70-30 division could be made on the national, level, since it did not 
expect a large volume-pf -applications for the 70 percrtit portion. Con- 
trary to expectations, however, enough "applications for the 70 per- 
cent pot were received to exhaust total allocations in .every state, 
"while a relatively small number of applications was received for the 
30 percent funds. . • 

As a result, EDA decided to make the 70-30 split on a state, rather 
than a natio^, basts. Once applications were scored, applications for 
the TP percent pot competed against each otHfer at the state level. 
As a result of the large number'of applications, this competition was 
intense; many jurisdictions with substantial unemployment rates re- 
ceived no funds at all, while applicants for the 30 percent pot, where 
competition was much less intense, received relatively large grants 
in spite of their low unemployment rate. In New Jersey, for example, 
the unemployment cutoff for fundin| from the 70 percent pot was 
11.37 percenf. No applicants with unemployment fates between.the^ 
national average and this figure received any funding. While appli- 
cants with rates between 6.5 -^rcent and the national average de- 
ceived funding from the 30 percent pot" 
While full data are lacking, .it would appear that two groups of 
' beneficiaries emefled as a result of the operation "of the allocation 
process for emergency public works funding in 1 976. Most very large 
> and high-hardsliip cities'tended to do^reasonably well under the scorr 
• ing procedureior applications, since they were likely ^o have both* a 
large number of unemployed persons and a high unemployment rate. 
Smallef governments, on the other hand, appear to have benefited 
from the 30 percent pot and' their ability, through another contro- 
versial ruling, to claim areas outside their borders as,parf of their 
project aseas. Under.'this ruling, prosperous' suburban^communities 
were able to claim the unemployment rate of contiguous centralcities 
\% EDA also decided to adopt a system of "benchmarks" to prevent frqjn 
■ Wng concentrated in a small number of units. Under this procedure, which afso has 
« spreading effect, no unit conld receive a higher shi^p of state emergency pubhc 
- works funds than its share of state or county ^nemplbymenU Regardless of a project^s 
score relaUve to. projects requested by other units, it was not funded.if the units 
benchmark Mlowtion had been exceediwL 
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on tfieir applications. Middle-sized'cities and those experiencing mod* 
erate hardship appear to have been disadvantaged by the procedures 
for calculating both the number unem^yed and the rate t>f uh* 
• cmplbvmenti!" 

Th&^^Qngress has recently made a numbef;of modifications in the 
piocedurefor allocating- public works funding that help to rectify 
the problems^ discussed here and increase the amdunt of support 
gomg to urban hardship^areas; New legislation eliminates the 30 per- 
f \ cent pot and requires modifications in the procedures used for scor- 
ing applications that discriminated against many large cities. 

Welfare Reform and the Cities ^ ^ 

Welfare reform, however defined, is an important issue for cities. 
It is specially unportant for central cities. The poverty ratd for cen- 
tral cities (14,^ percent) Was twice thai of suburbs in 1974, More- 
' over, the incidence of welfare benefits is generally higfier in the older 
antfdeclimng cities of the northeast and north central regions. This 
' does not me^ that the budgets of these central cities are directly 
burdened; welfare is more likely, even in these regions, to be a state 
or county responsibility. A basic choice in framing the urban policies 
of the federal government Is that beUveen providing financial assis- 
tance to jurisdictions and pursuing an **income strategy** concentrat- 
ing on aid to individuals in the form of income transfers (both cash 
^ and in-kind). There. are three dimensions of welfare refonn that bear 
on the issue of relieving urban hardship : benefit levfels, coverage, and 
fiscalrelief. . \ . ^ 

BENEFIT LEVELS. Smce Welfare benefit levels in the nprtheast 
and, to a lesser extent, the north central regfon tend to1)e relatively 
high, any provisions in a welfare plan to establish a mihurium benefit 
level would have little effect oh many persons in these regions who 
^are already receiving^ assistance. Setting such a national minimum — 
for e>5am^le, under the -^d to fanulies with dependent children 
( AFEm:::) program— while it may be'desirable for social policy rea- 
sons, wpuldpriiharily benefit people in other regions of the country. 

cbvBRAGE. On-the other hand, changes in tfie toyerage of fed- 
. crilly ^ded wetfarc/ programs could have much more of an impact 
^c^'the hard-pressed cities in the northeast^uadran^ Coverage for 
^ ei^jJc^^qpuld be extended to morc{,of the working poor and the dis- 
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Jblcd. as weU as all poor families with unemployed fathers, and per- 
haps also single persons and childless couples. 

FISCAL RELIEF. Although it is the. states that benefit most di- 
^rectly from fiscal relief under welfare reform, some .counties and a 

'* f^"' central cities (nofably New York, Denver, and Washington) 
would also be likely to benefit. An important consideration for urban 
policy applying to fiscal relief under a welfare reform' plan is the 
question of whether some or all states should be required to pass 
through^a portion of this aid to Icical governments, and if so. which 
ones knd on what basis. Two views have been advanced on this ques- 
tion. One would pass tjirough fiscal relief according to the proportion 
of welfare spending by particular local jurisdictions. Another would 
pass through a fixed proportion of fiscal relief funds to all localities 
in a manner reflecting their welfare caseload, the rationale being that ' 
this population is a 4iigh.cost group for the provisioS' of public ser- 
vices generally. . . 

President Carter has set in^otion a-review process to examine 
welfwe reform options. Whatever approach is ultimately taken— 
Whether it be to estabJish a npw system or insUtute a series of incre- 
mental changes in exisUng programs-the impact of Velfafereform 
mjrelievmg .the human and fiscal problems of hardship cities needs 
to be evaluated according ,to this three-part framework." 

t ■ • . - " - • * -^x. ' ' 

Basic Choices for National Policy • ^ 

. ^Jm becayse urban hardship ejcisis'does not necessarily mean that 
new federal progr^ shpuld^e initiated, or old ones exparfded, to 
aid Hardship cities. Th^int is of teninade in the.following terms. 

- Most peo^ do notphfose tolive in olH andtlhie'iypopulated cities 
with^Aig^se lifeTstyres. The gr6wth of new areasTnd new settle- " 
ment paj^ (both in sOrurbs and increasingly in small cities) re- 
flectsind^du^lchoices, which afe perfectly appropriate, and in fact 
desirable, ln^a democraiic society. The role of the old inner cities, it 

..4S^.argued, has to change, and in fact is changing; publiapolicy should 

J"^taP05ed to this view, other observers of ■ 

. the urban scene advocate new federal programs to revitalize inner 

. cities as centers 6f commerce and culture, as well as residential places 

cliSr 8?* '^^K ^^"^^ "'tematlve approachesjo' welfare reform, se^ . 



The aties , ^ . 311 

. for a cross-section of income groups. There are innumerable positions 
in between these two pol^that would involve a shift of national 
policy to put more or leS^emphasis on relieving urban hardship. 
Many>ho favor a shift in national policy ^o selieve urban hardship 
' Kave as their purpose nofgiecessarily to restore inner cities to some 
, notion of. past grandeur, but, in valuing degrees, to give these cities 

* a better capability to adjust to changed conditions and taie advan- 
tage of opportunities for growth, revival, and ne\v development. 

' .A It is feiportant to remember that the troubled cities are not without 
^ hope. Revival is already Qccurring in many areas; some areas of these 
cities have long been heathy; other neighborhoods and areas in 
. which urban problems have been especially severe ^e emptying out, 
with the result being large tracts of vacant or little-used land in the 
inner city. Increasingly, urban development efforts are Seing concen- 
trated on transitional areas with growth potential and on efforts to 
stem further migration from the city, particularly on the part of 
cominercial activities, ' 

The essential question is how much we should do, and how we 
gshould do it, to concentrate development and rehabilitation activities 
in these older and declining cities in order to speed the revival pro- 
' cess- where it is underway and take advantage of new opportunities 
for development by channeling program funds and capital into these 
communities. * • ^ 

Although local initiative and state government efforts have im- 
mense importance in this context, the purpose of this chapter has 
been to focus on the ways in which federal jfolicy can relieve ur])an 
hardship. This ihcludes both the amount of federal resources to be 
n -allocated and the way in which they are to be deployed. j 

Many hsues relating t& countercyclical expenditure programs, as 
well as ongoing 'fede;ral aid programs that affect local governments, 
come to the fere this year because ^o many of these programs expire 

• in 1 977— the block grantsf or community development, employment 
V and training, and Jaw enforcernent, in addition to the emergency 

/ . pubKc works and counteifcyclicalwvenue sharing programs, - . 

In particidar, President Carter^s countercyclical package, as this 
M - -imal^^^^ involves substantial additional funds, for localiti^, 
^ r Althou^ these funds for the most part* are channeled through 
. couritercyelicafprograms, there is every reason to expect that efforts 
Mdll t)e ma3e by both state and local officials to continue these higher 
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?Pf°^?"". ^y°°<^ the'current i-ecovery phase. A funda- 
^ mental question is raised by these programsi lf they were to become, 
in effect, permanent (or very long-t^rm) programs, would we-want 
'.'-the federal government to play as extensive a role as this would mean 
in some cities? EspeciaUy in cities such as Chicago or Cleveland 
where the city government itself accounts for a relatively small share 
of puWic spending, the total amount of federal aid received under 
programs for public service employment or the revised block grants 
for commumty development program could amount to as much as ' 
one-third of the city government's operating budget. 

Alternative Strategies . 

Beyond decisions about the leve? and distribution of funding under 
existmg programs are important questions as to the types of urban 
pro-ams tiiat tiie federal government should be using. TTifere are 
five basic ways in which federal strategy could be changed to place 
greata emphasis on hfelping to relieve urban hardship conditions 
both manner cities and older suburbs. Although there aife trade-dffs 
among Aem these five stirategies are not mutuallyWusive; fliey can 
be combined in many ways. - 

t.nV7^r-7 P^^MULA CHANGES. The exis- 

tence of a fairly smaU number of large-scale federal programs that 
aid localities suggests that unless or until bold new spending initia- 
hv^ are adopted, a strategy of multiple formula changes may be flie 
best short-term solution for those^who seek to increase help for citiw 
Such a^ratear mvolves seeking out opportunities across the spec 
tonn of federal domestic programs for existing programs to be modi- 
fied, and m some cases expanded, to deal more effectively with urban' • 
hardship conditions. Considerable attention, for example, is being- 
given currently to alternative aUocation systems under tfie Week 
grant pro-am for commqnity development. Likewise, a recent pro- 
posal to add passenger ridership as a formula factor in tiie allocation 
of grants for the operation of mass transit systems is an indication 
of mterestmaddressingfonnulagrants'to urbarineed. Similar oppor- 
tomlies exist for modifyiag tiie distribution formulas for other ZxA- . , 
m-aidprograms. ^ * 

■■ THE CATEGORICAL GMNT APpkoACH. A Second approach 

^^^"^ "'^^ hardship conditions 
W9uld be to m back on a heav er emphasis on cate|orical grants as 
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term categoncal grants'Vis used here to refer to grants to local gov- 
««tfesquest,on^,nvoWesthehighfy 

^eral^grai^ts enacted by Congress, and allocated by federal officials 

WJnS ^ ? "f"" °f suburbs in popl,- - 

ment ,n the.distnbutionof new categorical grant funSf bm wlA less- 
ened certainty and aUocative efficiency. Thefe is alread; evid^eSat 
the Carter adrmmstration may sta« down the road to re-categoriza- 
tion. Major untiatives have been advanced for youth employment and 
special action Brants for community development, in the latter case 
a supplement to the existing block grant program. 

TAR.GETING ON SELECTED FUNCTIONAL AREAS. A third pos- 

,«ble approach for strengthening the urb^n emphasis' of federal pdicy 
B to allocate a larger proportion of federal grant funds to selected 
functional areas that are particularly important in the imier ci^ 
•nils approach bears a close relationship to the re-cateeorizatito' 
s^tegy just discussed, although in this cL^Iockgran^^^^^ 
categoncal grants, could be relied upon to alter the funclional-are^ 
n^ of dom^uc programs and increase the relative importance of 
-warns that help to relieve urMJWdship. In addition to the block 
^ts for c(^umty development, other possibiUties for altering . 

AeiunctionalrmxoffederafaidsincludepubUc^erviceempl^^^^^ 
mass transit, and public works programs. - poyment. 

NEW PROGRAMS FOR THE CITIES. Oppprtunities also exist for 
mon. far-reaching changes. Despite their diminishing politicTba J' 
XTiTT «^ed for a new-nationd coS 

-^toent to urban redevelopment in the form of.a MarshaU Plan for- 
Ae cities Such proposals have not been as seriously or vigoS • 
^v^cedmr^entyea«as.theyoncewere.perhapsrefl^ 

Morejikelythanalargenewgrantprog^^^ 

2 m^S^'fh •^'^ administraUon is currently working on such 
JJ)ioposal;,mus miportant issues as to the fmictions and operations 
of an urban development bank ye soon likely to be at the foS 
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. Of d^ussiohSofurbaniwUcy. These iss^^ 

'^ing. Should such an institution provide general financing assistance 
or focus oil major development projects in hardship cities? If tht 
latter, how large a subsidy^ required to shift capital development 
projefcts to these cities? What kinds of Credit facilitation techniques 
should be used-^guarantees, interest subsidies, both? What *ould 
be used for collateral? (One possible approach is to lise escrowed 
conmiunity development block grant funds as collateral for bank- 
approved projects.) How cah private funds be tied into this program? 

■ Should such*a bank include, as many ha\e proposed, rural develop- • 
ment, energy development, fiscal relief?" v ' .. 
. • Afj iNcoiiE STRATEGY. The fifth area of federal' domestic pol- 
icy of importance for cities welfare policy, defined broadly as the 
. transfer of resources (both dasltaiid iurkind) to needy persons, as 
opposed to grants to jurisdictions. (Expanded public se^ce job 
programs as an alternative to assistance payments are partJof ti>iS' 
option.) The design issues in this area and the time and resouraes 
needed to Set-^a pro^'are such that'ihitiatives cannot be ex- 
, pected to emetgS quickly, even if an incremental and phased welfare 

^form strategy is'adopted this year. Nevertheless, the problems for 
national urban policy created by tiie diversity of functional assign- 

• i^ments and financial responsibiUty.in American federalism can be 

seen as reasons for supporting income and employment strategies to 
aid lieedy individuals directiy, as opposed to grdnts-m-aid to local 
gove^ents..B_Qili.welfare reform and health iM^rance, two ijsues 
currentiy being widely debated^ provide ppportuhities for emphasiz- 
_ uigjtonsfeK anil jobs for individuals in dealing^with urban needs.- 

Pttblic versus Private Sector Eff ects 

One oUier major choice needs to be mentioned. Tfte Carter budget 
. levisipns for 1978,proposfc.Wbstantial increases in federal grant pro-' 

gramsrfor countercyclical purposes,;muclf of which will aidTiardshin 
. citi&. Some of tiiese benefits' will have an impact on the public sector, 

some on the private. Additi'oiial revenue sharing funds, for «jcample, 

* w ^ taWc diseussk)n,of urban fiscal e;q)erts held at the Brookings 
Inrtltwtlon revealed, both a high level bfiincertainly and difference of ojjlnion as to 

. jJ^Mf r «n'W«»oM than have been offered to date of the W it should operate. "Round 
TableDi^ton on Urbail^Developroeiit Banking." tianacript (Brookings Institution. 
March 1977; processed). . , , . ~ ^ 
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. can be used to hold down' or cut taxes, as well as tta increase local 
, . government spending.". Likewise, federal fund^ for pfublic service 
employment (Jan be used for substitution purposes (often despite pro- 
visions to the contrary) to pay the salaries of employees already on 
the payroll Welfare programs and. community development pro- 
grams, on the other hand, c^n have a greater effect on the public sec- 
tor in the sense that a relatively higher proportion of these funds is 
likely to add to the levef of public spending. #' 
j Whether or not differences in effect between the public and private 
sectors have important ^licy implications depends, of course, on the 
•goals attached to individual grant programs. For a program of gen- 
eral fiscal^ assistance (such as revenue sharing) this distinction may 
,ndf be critical to Its effectiveness. However, for pother programs, such . 
as those aimed at promoting public sector employment or job train- 
. ing,.the question of the additiye or stimulative public sector impact 
may be considered an mipSrtant determinant of program effective- 
ness, p.. . • 

This issue, however, is not as open and shut as it may seem. Suh^ 
stitution effects are nof necessarily bad; they offer a-means of relieving ' 
the fiscal problems of oldef and declining cities and of local govern- 
ments generally. Public service employment funds, /or example, can 
be an important meins of providiqg fisSal relief; theVe is cohSiderable 
evidence that this has been the case of CETA publip service employ- 
ment funds in a number of hardship, cities. A new law passed in 1 976 
seeks to reduce the substitution effect of public employment programs 
by requiring'measures to designate these funds f6r special projects , 
for new jobs f^r the disadvantaged. Still another view of this issue 
regards the stimulatory effect of some federal grants to local govern- 
ments as excessive. For example, in some cases, matching require- 
ments can result in a net drain on local revenue, as in the case of 
project grants from, the federal government for sew^gfe treatment 
plants and related kinds of major capital facilities. 

The Future for Hardship Cities * 



^ Tht decline in the populgtibn of older cities and the commensurate 
ns^jn the populat3)n of the suburbs, combined with the overall shift 

^* }u' ^ ^''**r and AdaiM, Revenue Shading: Vie Second Round, for aii analysis 
.of.thc pnvi}te and public sector imparts associated witii revenue sharing and a cen- 
er«l review of the "fungiW issue as it relatei to federal granls. 
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• . ' ' " in population to the Sunbelt region, produce wUat in the final analy^^^^ 
• ■ is a political question. Will-there be majorities to support strategies 
tor domestic policy that seekin some measure to shift resources to 
/ hardship cities? There are both social ?nd economic reasons for advo- 

eating such a policy., Socially, the issue is whethenand^how- the na- 
. tional government should help deal with concentrations of the poor 
\ in the older core cities. Economically, the issue is whether the costs 

• • , ■ of abandoning these cities and their infrastructure are greater than 

• ' the costs of aiding a revival process. Currently there are signs that the 
domestic policy of the federal government is changing for both rea- 
sons in a way that involves greater attention to what we have termed 
^ ' "urban crisis c5nditions." Whether this trend will continue and how 

' - -far it will go remain tote seen. 



